
to effec,:. :::'e:::lsummat::':n by i: of ti'le ~:ansaC'::.=ns ..:on­
templaeea cy :::.:.s ~qreemen': ~r the StOCK Opti~n Agreement;
prOVig.d , :~at ::r p~rposes cf this paragraph 'e) r.o
LJ.tigaticn ar:..s~r.g!fter ":he date hereof shall be deemed to
have a Mater:..~l ~dverse Effect :'f and :~ t~e extent such
LJ.tigation :or any =elevant part thereof~ is based outhis .
Aqreement or :::'e t:ansact~ons contemclaeed herecy.

(f) as;c;unl:i"1S, "',x end O,gp"tcry Mot-·"':s. "-
of the date hereof. neither it nor any of its affiliates (a.
elet.mined in accorciance with- ·Section 6. 7) has taken or
aqreed to take any action, nor do its executive officers
have any actual knowledge of any fact or circumstance, that
would prevent sse :rom accounting for the business
combination :0 be effected· by the Merger as a "pooling-of­
ineerests" ~r prevent :he Merger ::om qualifying as a
"reorqani:at:..:n" ·""1.thin the meaning of Section ;68 (a) of the
Cocle.

(qJ T,x'e. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all material Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are camplete and accurate in all material respects and:
(i) it and each of its Subsidiaries have paid all Taxes (a.
defined below) that are shown as elue on such filed Tax
aeturns or that it or any of its Subsidiaries is obligated
to withhold from amounts owinq to any employee, creciitor or
third party. except with respec~ to matters contested in
qood faith or for such amounts that, alone or in the
aqqreqaee, are not reasonably likely to have a Material
Adverse Effece on it; (ii) as of the date hereof, there are
not pending or, to the actual knowledqe of its executive
officers, threaeened, in writing, any audits, examinations,
iDve.t1;ations or other proceedinqs in respect of Taxes or
Tax matters: and (iii) there are not; to the actual knowl­
adqe of its executive officers, any unresolved que.tions or
clatms concerning its or any of its Subsidiarie.~ Tax
liability that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi­
aries has any liability with respect to income, franchise or
s~ar Taxes in excess of the amounts accrued in re.pect
thereof that are reflected in the financial statements
iDcluded in its Reports, except such excess liabilities aa
are not, indiVidually orin theaqqreqate, rea.onably likely
to have a Material Adverse Effect on it. ~
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"Tlx,bl-"l ~::c':'~:ie! ~.d. :ecieral, 3tate, local and ~:u:.i.qn

income, ?ro:~:~, :=anc~~se, ;ross receipts, envi:onmental,
customs dU1:'1', :39~::'~ s::ck, .5everance, stamp, ;::ayroll,
sale., empl=:men~, ~nem~':'=ymen1:, disability, us., prop.rty,
withholdinq, -::<c~se. ? reQuction, ~'alue adel.d., :ran.fer,
occu~anc1 and ~:her :3xes, duties or ass.ssm.nts of any
nature wna1:scever, :oqether with all interest, p.nalties and
adclitions imposed ~Lth respect to such aIIIOunts;ancl any
interest in respect ~t such penalties and additions, and
(y)the term ";ax g ..." ...... includ.s all r.turns, aaend.ci
returns and =epor~s :inc':'udinq el.ctions, declarations,
disclosures, schedules, ~stimates and information returns)
required to be ~uppi':'ea :~ a Tax authority relatinq to
Tax.s.

(ht Cgmpl; '1m;' with tawa. Except as set forth
in its Repor~s :ilea pr~or to the date hereof, the Dusi­
ne.ses of each ~: :: ana its Subsidiaries have not be.n, and
are not bei~;, :onduc:ea in violation ot any law, statut.,
ordinance, =equlatlon, judqment, ora.r, d.cree, injunction,
arbitration award, lic.nse, authorization, opinion, aqency
requir...n~ ~r perm1.c of any Gov.rnm.ntal Entity or common
law (col1ec~:'·.rely, "I..iJLa."', except for violations that an
not, indiVidually or in the aqqreqate, reasonably lik.ly to
have a Material Adverse Elt.ct on it or to prevent, or
materially impair its acility to effect, the consummation by
it ot'th. transactions cont.mplated by this Aqreement or the
Stock Option Agreement. txc.pt as set forth in its Reports
filed prior :~ t~e date ~ereof, as of the date hereof no
investiqation or reVlew cy any Gov.rnmental Entity with
r••pect to it or any of its Subsidiaries is pendinq or, to
the actual knowlectqe of its ex.cutive officers, threat.ned,
nor has any Governm.ntal Entity indicat.ct an intention to
conduct the same, except for tho.e the outcome of which an
not, indiVidually or in the aqqreqate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
mat.rially impair its ability to effect, the consummation by
it of the transactions contemplated by this Aqr.emant or the
Stock Option Aqreement. To the actual knowledqe ot ita
executive officers, as of the date h.reo~ no material cbaDq.
i. required i:l. ics or any of its Subsidiari•• ' proc•••••,
pcop.rties or procedures in connection with any such Law.,
-aDd it has not received any notice or communication of any
..terial noncompliance with any such Laws that has not been
cured as of tne date hereof, exc.pt for such chanqas and
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noncempi~ance ~~ae ~:e ~=~, ~nQ~7~aua~~y or ~n :he
aqc;reqat:e, :easor.abl'/ :'~kej,y :0 :lave aMa~er:'~l Adverse
tff.c~ on ~: :: ~~ p:even~, or ~t:er~~lly i=pair ~:s ability
to effec~, :~e ,::nsu::::r..a~.::n by ~ ': of :he t.::ansac~:':ns con­
templa~ed by :~is ~greemen~ ~r :~e S~OCK Cpeion Agreemene.
Each Qf it ana ::s ~ubsidiaries has all per.m1~s, license.,
franchises, o:ar:.ances, o!xemp'Cions, oraers and oeher ;overn­
ment:al aut:hc::.=a~:.=ns, :onsent:s and approvals {collect:ively,
-"mit:!"} necessary :~ conduct. :heir business as presently
conauceed, excepe :or :hose the absence of which are not:,
incU.viclually or in ehe aggregate, reasonably likely to have
a Material Adverse Ef~ec~ on it.

5.Z. B.pp,··n~at~an: ,nd N';~ln;~,' ~f -be
CompAny. txcep~:s set. :ort:h in ene corresponainq sections
or subsec'C:':ns of :~e ':,jmpany Disclosure I.etter, :he Company
hereby represenes ~nQ ~arran~s co sse and Merger Sub that::

(a) C'P±~al ~t;YCk~t" The auehorized capital
seock of the C~mpany consists of 300,000,000 Company Shares,
of Which 66,666,:e8 Company Shares were issued and oueseanel­
inq anel 2,230,586 Company Shares were held in treasury a. of
the close of business en December 31, 1997: 2,000,000 share.
of pr.ferred stock, par value S50.00 per share (the
-Pr",r;=d ~hlr.:"), of which no shares were outstandinq as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stock, par value Sl.00 per
share (the "'-'r'f,p-oc;e Shlr::!"', of Which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authorized ana are validly
issued, fully paid ~na nonassessable. Other ~han

2,000,000 Preference Shares, desiqnatea "Series A Junior
Pareicipating Preference Stock", reserved for issuance
pursuane to tne Riqhts Aqreement, daeed as of December 11,
1996, beeween the COlIIPany and Staee Streee Sank and Trust
Ca.pany, as Riqhts Aqent (the "Bigbt l &qr'emant"), Campany
Sbare. re.erved for issuance pursuant to ehe Stock Option
Aqr....nt and Company Shares reserved for issuance as set
forth below or Which may be issued in accordance with
5ect1on 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for i.suance. As of
December 31, 1997, there were noemore than 6,650,OOOCca­
pany Shares :oeser-,ed for issuance pursuane to the company's
1116 Stock Opeion Plan, 1995 Stock Inceneive Plan, Non­
"'loy•• Direct:or Stock Plan, Inceneive Award Deferral Plan
aac:l 1996 Non-Employ.. DireceorStock Plan (collect1vely, the
"ltgSk 21'm'''). tach of the oUtsea:ndinq shares of capital
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s~ock or o~her ~ec~=~~~es cf each of ~he C=mpany·s
Siqni=':'can~ ::J.bsJ.diar~es :'3 duly au~hori:eci, ·;alidly issued,
fully paid and ~~nassessacle and cwned by ~he Company or a
dir.c~ or ~~di:ee~ Nholly-owned Subsidiary of the Company,
free and clear ~: any ~ien, ~l.ciqe, 3ecu=i~y in~eres~, claim
or other enc~rance. Excep~ as see :oreh above and excep~

for CampanyShares and op~ions to purchase Company Shares
wbich may be issued in accordance with Sec~ion 6.1Ca1,
neither the Company nor any of its Subsidiaries has any
obli9a~ion with ~esp.c~ :0 any preemptive or oeher oueseand­
in; ri;hts (other than s~ockapprec.iation riqhes in re.pec1:
of noe more than 40,000 Company Shares), options, warrants,
conversion rights, .. stock appreciation rights, redemption
ri;hts, repurchase =ights, a;re.men~s, arrangem.n~s or
commitments to issue or sell any shares of cap.ital stock or
other securi~~es of the Company or any of ~ts Significant
Subsidiaries or any securities or obliga~ions convereible or
exchanqeable into or exercisable for, or giving any Person a
ri;ht to~ubscribe for or acquire, any securities of the
Company or any of its Siqnificane Subsidiari.s, and no
securities or obliqa~ions evidencing such riqhts are
authorized, issued or outstandin;. The Company Shar.s
i.suable pursuant to the Stock Option Aqr....nt have been
duly reserved for issuance by the company, and upon any
ia.uanca of such Company Shares in accordance with the teems
of the Stock Option Aqreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
Tbe Company does not have outstanding any bonds, debenture.,
note. or other obligations tha holders of which have the
riqbt to vote (or convertible inte or exercisable for
securities having the riqht to vo~e) with the shareholders
of the Company on any mac~.r.

Cb) CgrporAte Apthority; &aPrOX,l And tAirqe'l.
The Campany has all requisite corporate power and authority
and haa taten all corporate action nec••sary in order to
e..cute, d.liver and parfo:. its obli;aeions under this
Aqr_nt and the Stock Option Aqr....nt and. to cons~te,

subject only to approval of this Agreement by the holders of
two-thirds of the outstandinq Company Share. (the "Cp'p,ny
IlPPilit l Vote", and the Ca.pany R.quir.d Con••nts, tbe
Mel:qer. Each of th!.s ACJr....nt and the Stock Option Aqne­
Mn·t haa been duly execut.d anet delivered by the company and
ia a valid and binding aCJr....nt of tfteCompany enforceable
a,a1a8t the Company in accordance with itsteaa"sabjeet to
bankJ:1qltcy,insolvency"fraudulent transfer, reorqanization,
moratorium and similar laws of general applicability
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relae~r.Q :: :: :i:!c~:~; :=etii~=:s' :1qhts :r.d ~~ general
equi~1 pr:.~:::;~e~ :he "~anr;"·;;;;,;·,· ,nd ='gui;',' ='Xs,p;;gn", .
The coarti :: ~:=ee~=:! c: :~e C:mpany {AI has ado~~ed this
Aqreemen: :na ;~pr~~eQ ~~e Mer;e: ana the oener transactions
con~empla~e~ ~erecy, '31 ~a5 app=:ved :~e ~xec~:~on and
aelivery of ~~e St=c~ Op~~cn Aqreemene and tel has :eceived
the opinion of ~:s financial advisors, Salomcn Smi~h Barney
Inc., in a c~s~omary fo:m and to ene effec~ tha~ the Herqer
Consiclerat;ion eo be recei.vedby tne holders of tne Company
Shares in ehe Merger is fair to ,such holders from a
financial poine of ·.riew. 'c~,,__ .'

( c) ",

iiI A copy of each bonus, deferred
compensa~icn, ~ension, =e~iremene, profit-shar~nq, thrift,
savinqs, empioyee s~ock ownership, stock bonus, seock
purchase, r.s~:~cted s~ock, stock option, employmene,
tecmination, severance, campensa~ion, madical, he.lth or
other material plan, agreement, policy or arranqemen~ that
covers employees, direc:~ors, former employees or former
directors of i: and ies Subsidiaries (its "CplDQ.n,otign .nd
"p.t~t 01,nsH~ and any trust aqreements or insurance
contracts fo:m~ng a par~ of such Compensation and Benefit
'lans has been made available by the Company to SIC prior to
the date hereof and each such Compensation and Senefit Plan
is listed in Section 5.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensaeicn and Benefit
Plans are i~ subs~an~ial compliance with all applicable law,
inclUding the Code ana the Employee Retirement Income
Security Act of 1974, as amended ("ERTSA") with the
exception of any instances of non-compliance that are not,
indiVidually or ,in the aqqreqate, reasonably likely to have
a Material Adverse &tfec~ on the Company. Each of its
ca.pensation and SenefitPlans that is an ".-ployee pension
beaetit plan" ~ithin the ~an1nq of Section 3(2) of ERISA
(a ""pligp ot,n"' and that is intended to be qualified
UDder Section 401(a) of the Code has reeetved a favorable
dete~natiQn leeter fram the Internal Revenue Service (the
"%IAn), and i: is not aware of any circumstances likely to
re.ult in revocation of any such favorable det.ermination
18tter. As of the date' hereof, there is no pending or. to
tbedcnowledge of its. executive officers, threatened in
wl:lttnq __teral-lit-iqation relat"inq to its Ccapensation
u.d Sentff'it Pl.ns. Neither it nor any Subsidiary has
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oerioa of s~c~ :=ansac~~~n exc~:eQ as of the date roereof,. .
would sUbjec~ ~~ ~r any c: ~ts Subsiciaries to a ma~erial

:ax or cenal.~·: ~::ccsea ="/ '!i~her Sec~~::n 4915 of :~e Code or... .... .
Sec~ion 502 :: ~R!SA ana t~a~ ~s reasonaely likely ~o have a
Material Adve~~e ~!~ec~ on che Company.

tiiij As of the date hereof. no :iability
under Subti:~e C ~r 0 of ~1tle IV of ERISA (other chan the
payment of prospeCC~7e premium amounts to the Pension
lenefit Guaran~J Cor~oraciQn in the normal course) has been
or is expec~eQ :0 be incurred by it or any Subsidiary with
respect to any onqo~nq. frozen or t.r.m1nated "sinqle­
ellPloy.r plan", ''''lthin the meaning of Section 4001 (a) (15) of
ERISA, curre~~~'I' ':r :~:merly main~ained by any of ':.nem, or
the single-~mpi~!er ?ian of any ent~ty which is considered
on. employer ~lch it under Section 4001 of ERISA or
Section 414 of :~e Code (its ":8:,1\ P.f:~ lii!ltt~"' {each such
single-emplcyer ~lan, ~ts "ERISA Affiliate Plan"l. No
notice of a ":epor':.3.ble ~vent", within the meaning of
Section 4043 of E~ISA for which the 30-day reporting
requirement has not been waived, has been requirea to be
filed for any of i:s Pension Plans or any of its ERISA
Affiliate Plans ~ithin the 12-mcn~h period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Aqreemenc.

(ivl Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funding defi=~ency" (whether or not ~aived) wichin ~he

meaning of Section 412 of the Code or Section 302 of ERISA.
Neither it nor its SUbsidiaries has provided, or is required
to prOVide, security to any of its Pension Plans or to aDy
of its ERISA Affiliate Plans pursuant to Section 401(a) (291
of the Code.

(v) The consUDlllation of the Merger (~

its approval by its shareholders) and the other transaction.
contemplated by this Aqreement and the Stock Option
Aqr....nt will not (x) entitle any of its amployee. or
clirectors or any employe•• of its Subsieu.arie. to se".ruc:e
pay, directly or indirectly, upon ter.mination of emplo~t,

(1) accelerate the time of payment or veat1n; or trigger any
pa,..nt of compensation or benefits under. iacr•••e tbe
-.aunt payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(z) result ~~ any c:eacn :: 7~o~a~~on of, :r a default
under, any ~: :~s C=mper.sat~=n and =enef~~ ?lans.

(vii Since ~~e Audit Jate, ~xcep~ as
provided :or ~ere~~, ~~ t~e Comcanv ~isciosure Leeeer or as
disclosed :":1 :.:'e ·:~mpany' s Repor~s· filed prior ':0 ~he date
hereof, there has no~ been any increase in the campensaeion
payable or ':ha~ ~~uld become payable by it or any of its
Subsidiaries ':0 offi:ers or key employees or any amendmene
of any of i~s Comp.nsa~ion and. Benefit elans o~her than
increases or ~enamen~s in ~h. ordinary course.

(a) TA"9Y'~ ~t§tytl=. The Soard of Directors
of the Company, :"ncluding a majority of the non-employee
aireceors of ~he Company, has duly adopted :esolutions
approving the Merger. :.he Stock Option Aqreemen~'and the
transac~ions con~empla~ed hereby ana thereby ana
specifically.n~ng sac and. its exiseing and fu~ure

affiliates or associa~es (as such terms are defined under
Section 33-840 and 33-843 of the CBCAl. Such resolutions
satisfy the requiremen~s of Sections 33-842(c) (1) and 33­
844(a) of the CBCA, are by their terms irrevocable, and ha..
not been amended or modified in any manner. The provisions
of Seceions 33-841 and 33-844 of the CBCA do noe and will
not apply to the Merger or the other transactions
contemplated by this Agree••nt or the Stock Option
Agr....nt. No other "fair price," "moratorium," "control
share acquisition" or other similar anti-takeover statute or
requlation (each a ""'aktQY'~ Statute'" as in effect on the
date hereof or any an~1-takeover provision in the company's
cereificate of incorpora~ion and by-laws :"s applicable to
the Company, the Company Shares, the Merger or the other
transactions contemplated by this Agreement or the Stock
Option Agree.ent.

(e) ~oyibQnment§l Mltter$. Except as disclosed
10 its aeports filed prior to the date hereof and except for
SQch matters that, indiVidually or in the a99regate, an not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Lawa (as defined below); (iil tbe
p~erties currently owned or operated by it or any of its
Subsidiaries (inclUding soils, any groundwater underlying
SUCh properties, surface water, bUildings or other
acructure.) are not contam1nated with any Hazardous
SUbstance. (as defined below) at levels that require
investigation or cleanup under applicable Environmantal
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LAWS: :iiii :~e c:ocer-;:'es ==rmer.:':: owned or cperat:ed by it
or any c: ~:! s~bs~ciiar~es Nere no~ =~nt:aminat:ed wit:h
Hazardous S~b!~ance! duri~q ~he period of ownership or
operat:ion cy ~: ~: any of ~:s Subs~diaries; {iv) neither it
nor any c: ~:3 5uDs~tiiaries has recei~ed writ~en notice that
it is subjec~ :~ ~~aDil~~y for any Hazardous Subst:ance
aisposal or =ont:a~nat:ion on any third party propert:y:
(v) neither ~: nor any Subsidiary has been responaible for
any release cr threat of release of any Hazardous Substanee:
(vi) 4S of tne dat:e hereof neither it nor any Subsidiary haa
received any written notice, demand, letter, cla~ or
request ~or ~nformation alleqinq that it or any of its
Subsidiaries ~y be in violation of or liable under any
Environment:al Law: and (vii) neither it nor any of its
Subsidiaries :3 SUbject: to any binding orders, decrees,
injunctions c: ocher arrangements with any Governmencal
Entity or is subject: ~o any indemnity or other agreement
with any third party relating to liability under any
Environmental ~aw or relating to Hazardous Substances.

As used herein, the te:m "tnyi;onmantll LOW" means
any LAw relating ~o: (A) the protection, invest'.iqa1:ion or
restoration of the environment, health, safety, or natural
resources, (Bl the handlinq, use, presence, disposal,
release or threatened release of any Hazaraous Substance or
(el noise, oder, wetlands, pollution, contamination or any
injury or tnreat of injury to persons or property in
connection witn any Hazardous Substance.

As used herein, tne te~ ~Hozo;:ou, SUb't=nce"
means any substance that ~s: listed, classified or
regulated pursuant ~o any Environmental Law, including any
petroleum product or by-product, friable asbestos-containinq
material, le.d-containinq paint, polychlorinated biphenyls,
racU.oactive materials or radon.

(f) L'bg; M.tt.r,. Aa of the date hereof,
neither it nor any of its Subsleliaries is the subject of any
material proceedinq assertinq that it or any of its
Subsidiaries has committed an unfair labor practice or is
...king to compel it to barqain with any labor union or
labor orqanization nor is there pending or. to the actual
knowledge of its executive officers, threatened, nor has
tbere been ~or the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
1Dvolvinq it or any of its Subsidiaries, except in each ca.e
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as ~s no~, ~nQi7~aua11J or :n the agg=ega~e, =easonacly
likely ~o ~ave _ Mate~~al ~dverse E!fec~ on ~~.

(qJ aiq~~~ ~g;,.~."~. ~he C~mpany has amended
the Righ~s :;gr~~men~ ·':0 provide ~:lat: ::either SSC nor Merqer
Sub shall be deemea ~o be an Acqu~rin; Person :as defined in
the Riqhts Aqreement:l and the Ois~ri~u~ion Date (as defined
in the Riqhts Aqreemen~) shall not be deemed to occur and
that the Righ~s will not become separable, distributable,
unredeemable or exercisable as a result of entering into
this Aqreement, the Stock Option Agreement or consummatinq
the Herger and/or the other transac~ions contemplated hereby
and thereby.

(h) Bra~,p· 2nd ~;Dd,::. Neither it nor any of
its officers, jirect:ors or employees has employea any broker
or finder or ~ncurred any liability for any brokerage fe.s,
commissions or finders' fees in connection with the Herqer
or the other transactions contemplated in this Aqreement and
the Stock Option Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,
the arrangements with wnich have been disclosed to sse prior
to the date hereof.

(i) Intellectual o:op.r~y. (i) The Company
and/or each of its Subsidiaries owns, or is licensed or
otherwise possesses leqally enforceable riqhts to use, all
patents, trademarks, trade names, service marks, copyriqhts,
and any applications therefor, technology, know-how,
computer software programs or applica~ions, and tangible or
intangible proprie~ary informa~ion or ma~erials tha~ are
used in its or any of its Subsidiaries' businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyriqhts held by it and/or its
Subsidiaries are valid. and subsisting, except for any
failw:es to so own, be licensed or possess or to be valid
&Dd subsisting, as the case may be, that, individually or in
the a99reqate, are not reasonably likely to have a Material
Adverse £ffec~ on it.

(ii) Except as disclosed in its R.ports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

(A) it and its Subsidiaries are not, nor will ey
of them be as a result of the execution and
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ciel~·:~t·: :: ::-.:.s Aareemen~ 'Jr t~e cer:::mance of
~t3 :=l~;at:.:~s ~ereunderl ~n violat~on of any
licenses. ~ubl~:enses and other agreements as to
wni::-. :: ~r any ~f its Subsidiaries is a par~y and
pur~~an~ := ~n~:h ~t or any Subsidiary is
autt==:.:aa :: use any third-party patents,
traQemar~s, 5er~ice marks l and copyrights ("%bird­
p,,...... -;...11',....-;11 """gp,rty Bight"';

(B) :0 the actaal knowledge of the Company, no
claims as of the date hereof with re.pect to (Il
the patents, registered and material unregistered
trademarr.s ana service marks, reg~stered

copyr1qhts, :rac1e names, and any applicat.ions
therefor ~wnea by it or any its Subsidiaries (tbe
"Own...? - ..... oi :,,..-+,1 ""'QPI'-., eiqh1·="~; (II) any
traae !ec:ets ~aterial to it; or (IIIl Third-Party
Intellectaal Property Rights are currently pending
or, :0 the ~nowledge of its executive officers,
are ~~reatened by any Person; and

(Cl to the actual knowledge of its executive
officers, there is no unauthori%ed use,
infr~ngement or misappropriation of any of the
Owned Intellectual Property Rights by any third
party, inclUding any of its or any of its
Subsidiaries' employees or tor.mer employees.

(j) !'ylrane, f'ym'Pta. No payments to be made
to any of the officers and employees of the Company or its
Subsidiaries as a result of the consummation of the Merger
will be subject :0 the deauction l~tations under Section
280G of the Code.

5.3. Bapr"'Pt'tignl And W'rtlpti,. Of SIC 'na
",[qlr Sub. txcept. as set torth in the corre.ponding
.eet1ons or subsections of the sac Disclosure Letter, SIC,
on behalf of itself and Merger Sub, hereby represents and
w.rran~s to the Company that:

(a) C'pital Structpr,. (1) The authorized
capital stock of sac consists of 2,200,000,000 shares of SIC
Common Stock, of Which 91B,627,275 snares were issued and
outstanding and ~3,831,02B shares were held in treasury a.
of tbe close of business on Deeember 30, 1997; and
10,000,000 snares of Preferred Stock, par value Sl.00 pel:
share (tbe"SBC ~"',f·"''''.d Sblte,"), of which no share. weJ:e
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ou~stanai~q as :: ~he ~~~se ~: busi~ess on Cecember 11,
1997. All~: :~e cut!~anai~a shares of sac :ommon 3tock
nave been ~"d.uly auehor:.ze<:i and. are ',alidly isauea, :~lly paid.
and. nonassessable. SSC ~as ~o shares of sac :Qmmon Stock or
SSC ?:efer:ed S~ares =eser~ed ::r issuance except :~at sse
nas :e.ervea ~o more ~han :0,000,000 SSC ~re£erred Shares
for issuance pursuant :0 tne Riqhts Aqree.ent, dated as of
January 27, 1989, between SSC and American Transtech, Inc.,
as Rigbts Agent, as amended by the Amenament of Riqhts
Aqre...nt, dated as of August 5, 1992, between SSC and. The
Baftk of New York, as successor Rights Aqen~, and tneSecond
~n_ftt-of Rights Aqreesaent, da~ed as of June 15, 1994,
between sse and The Sank of New York, as successor Rights
Avent (a. amenaed, the "$IC Right: Aqr'sment"). tach of the
ou~standinq shares of capital stock of each of SSC's
Siqnificant ~ubs~diar~es is duly authorized, 7alidly issued,
fully paidana~onassessableand owned by SSC or a direct or
indirect wholly-owned subsidiary of SSC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except pursuant to SSC's Senior Management
Long Ter.m Incentive Plan, Incentive Award Deferral Plan,
Hon-Employee Directors Stock and Deferral Plan, Stock
5a,,1n9. Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, "Sa"ings and Security Plan and stock plans assumed by
SIC pursuant to the mer;er of sac Communications (NY}, Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "sac Stock 0'003"', neither sse nor
any of it. Subsidiaries has any obligation with respect to
any preemptive or other outstanding rights, options,
warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase riqhts, agreements,
arrangements or commitments to issue or to sell any shar••
of capital stock or other securities of sac or any of its
S1;Dif1cant Subsidiaries or any securities or obligations
cGDYertible or exchangeable into or exercisable for, or
li"1ftg any Persori-a right to subscrib. for or acquire, ally
.~ities of the Campany or any of its Significant "
Subsidiaries, and no securities or obligation evidencinq
such riqhts are authorized, issued or outstanding. sac doe.
DOt ha"e outstanc:iing any DODds, deben1:ures, notes or other
obligations the holders of which nave tbe right to vote (ae
COft\'8rtible into or exercisable for securities havin; the
~1,ht to vote) wi~h the stockh~lders of sac on any matter.

'-

(ii) The autboriz.a-capi~al stock of
Merger sUb consists" of 1, 000 shares of cozamozi'stock, par
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"alue Sl.00 :er ~nare, .:ill :Jf wnic~ are ~;alidly issued and
outstanding. ~ll:f t~e :ssued and ouestanding capital
stock of Mer;er Sub :s, and ae :he ~ffect~ve Time will be,
owned by ssc, ~nd :here are (il no other shares of capital
stock or other ·..~t:'~q securities of Merger Sub, (iil no
securities c: ~erqer Sub convertible into or exchangeable
for shares of capital stock or oeher voting securities of
Merqar Sub and (iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other voting securities or securities
c~vart;ble into or exchangeable for capital sto,ck or other
voting sacuri~ies of M.rg.r Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
ana prior to the Effective Time will have no, as••ts,
liabilities or obligations of any nature other than those
incident to :.:s format:.on and pursuant :0 this Agreem.nt and
the Merger and :he other transactions contemplated by this
AIIre_nt.

(bl Corpgr§h- authgr1~Y; ApprQval and ~,iCD"'.

SIC and Merger Sub each has all requisite corporate power
.Dd authority and each has taken all corporate action
n.c••••ry in order to execut., deliver and perfor.m its
obli;.tions under this Agre.ment and the Stock Option
Agr....nt and to consummate, subject only to the SSC
Requi.red Consents, the Merger. E.ch of thi.s Aqr._nt aDel
the Stock Option Agre.ment has be.n duly executed and
deliv.r.d by SSC and Merger Sub ana is a valid. ana binciin;
.'r....nt of SBC and Merger Sub, enforceable against each of
sac and Merger Sub in accordance with its terms, subject to
the Bankruptcy and EqUity Exception. SSC has r.ceivea the
opinion of i~s financial advisors, Lazard Freres & Co., in a
customary for.m and to the effect that th. M.rg.r
COnsid.ration to be paid. by SIC in the Mer;ar is fair to SIC
fram a financial point of vi.w. Th. shar.s of sac C~n
Stock, wh.n issued pursuant to this Aqr....nt, will b.
validly issued, fUlly paid. and nonasse••able, and no
stockholder of SSC will have any pr.emptive r1qht of
subscription or purchase in respect thereof.

(c) Broker! ODd find.re. Mei.ther it nor &Dy of
ita officers, directors or employe.s nas employed any broker
or finder or incurred any liability for any brokera;. f...,
camm1ss1ons or finders' f.e. in connection wi.th tb. Merqer
or tb.·other transac~ion. contemplateclin this Aqr....nt and
the Stock Option Agreement except that SIC and Merg.r Sub
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have emplcyed :azar: ::eres i Co. as thei~ :inancial
aeivi$or.

Covenant.s

6.1. Int=~~Q ?P,P'bign3. (a) The Company
c,venant$ anei agrees as to it.elf and its Subsidiaries that,
after the date hereof and prior to the,Effect.ive .Time
(unless sse shall otherwise. approv~ in writing, which
approval shall not be unreasonably -withheld or" delayed, aDd
except. as ot.herwise expressly.cont.emplatedby this Agr....nt
or·the Stock Option Agreement., in the Company Oi5c~osure
Letter or as :equi:ea by applicable Law):

(i) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, to the ~xtent. consist.ent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existinq
relations and goodwill with customers, suppliers,
requlators, distributors, creditors, lessors, employees and
busine.s associates:

(ii) it shall not (Al amend its
certificate of incorporat.ion or by-laws or ~end, modify or
texminate the Rights Agr.em.nt; (S) split, combine,
subdivide or :eclassify it$ outstanding shares of capital
stock: (Cl declare, set aside or pay any dividend payable in
cash, stock or property in respect of any capital stock,
other than per share r.qular quarterly cash diVidends not in
excess of $0.44 per Company· Share: or (0) repurchase, red...
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company's Employe. Stock Ownership Plan) to
purcha.e or otherwise acquire, any shares of its capital
,stock or any s.curities convertible into or exch~geable o~

.xercisable for any shares of its capital stock;

(11i) neither 1tnor any of its
Subsidiaries shall knowinqly take any ac~io~ that would
prevent the Merqerfram qualifying for "pooling of
ia~er••ts· accounting treaemant or aSa tax~f~e.

·reo~qanizaeion"within the m.aning of Sec~ion 368(a) of the
COde or thae would cause any_ot~~s. repre.entations and
warranties herein to became un~ru. in any material re.pect:

NYI2SIS:.'''.0 -28-



'ivl ~e~c~er ~~ nor any ~f i~s

Subsiciiar:'es ::;::a1':' :er=~~at.e, est.abl':'sh, adopt., ent.er int.o,
make any new ;:ancs =: awards under. ~nd or ot.herAise
modify, any ':.:.:npe~sat'.:.=n and Benef:'~ :»lans or increase the
salary, wage, =onus :: =t.her =ompensat.:.on of any direct.ors,
officers or empl::ees except :Al :or g:ant.s or awards to
direct.ors, of~~cers and employ••s of it or its Subsidiaries
uncier existi.:1q ':ompensat.ion and Senefit Plans in such
amount.s and en such ~erms as are consistent. with past
pract.ice, (I) ~:1 t.he normal and usual course of business
(which shall ~nclude normal periociicperfomance revie". and
relat.edcompensat.ion and benefit increases and the provision
of individual ~ompensat.i.on and Senefit Plans consistent. with
past. pract.ice for promoted or newly hired officers and
.-ployees and ~he adopt~on of Compensation and Benefit Plans
for employees ~f new Subs~diaries in amounts and on terms
consist.ent w~th past. practice) or (C) for actions necessary
to satisfy eX1st.lnq contractual obligat.ions under
Compensation and eenefit Plans existing as of the dat.e
hereof:

(V) neither it nor any of its
Subsidiaries shall issue any preferred st.ock or incur any
indebtedness for borrowed money (other than indebtedne••
incurred solely for the purpose of funding the Escrow
Account. or the replacement or refinancing of existin; short­
terom indebtedness) or quarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of tne Company's or any of its
Subsidiaries' outstandinq senior indebtedness would be rated
lower than A by Standard & Poor's;

(Vi) neither it nor any of its
Subsidia~ies shall make any capital expenditures in any
calenda~ year in an a99reqate amount in excess of the
a,gretate amount reflected in the C~any's capital
expenditure budget for such year, a copy of Which ha. been
provided to SSC, plus $100 million:

(Vii) except. as contemplated by
Section 6.1(a) (iv), neither the Company nor any ot it.
Subsidiaries snall issue, deliver, .all, or eacumber shaZes
of any class of its common stock or any securities
CODvert~le into, or any rights, warrant. or options to
acquire, any such shares except the opUoftqranteci UDder the
Stock Option Aqre...nt, opt.ions outstanclinq ,on the elate
hereot uncler the Stock Plans, awa~ds of opt.1ons and
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r.s~·~c·eo· ~-~cv --an·=o· ~Ar.a~-~ ·..·na·e~_ -_.~.•__~~..ock .c_'sns lo'n..__ .. - -- '. -::.. .... ..__ ..... _r ...
the orciinar"l -=:urse .:: ::usiness :":'1. acc:::tiance ~/ieh :~is

Aqreemenl: and shares :ssuable pursuanl: :~ such op~iQns ana
awards:

(viii) neieher it nor any of i~s

Subsidiaries shall spend ~n excess of SSO million in any
calendar ,ear :0 acquire any business, ~heth.r by merger.
consol;dal:ion, purchase of properl:y or assees or otherwise
(valuing any non-cash consideration at its fair market value
as of the date of ehe agreement for such acquisition). For
puxposes of this clause (viii), t.he amount spent with
respect to any acquisition shall be deemed to include the
&9vreqate amDun~ of capital expenditures thal: the Company is
obligated to make ae any ~ime or plans to make as result of
such acquisi~~on wiehin :wo years after :he date of
acquisition:

(ix) neither it nor its Subsidiaries
sball enter any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunications business or enter into or extena any
telecommunications business outside the qeographic areas
served by it and ~~s Subsidiaries as of the date of this
A9reement; and

(x) neither it nor any of its
Subsidiaries shall agree prior to ehe Effective Time to do
any of the foregoing after the Effective Time.

(b) sse ~ovenants and agrees as to itself and its
Subsidiaries that, after :he date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
1ft writing, which approval shall not be unreasonably
withheld or delayed. and except as otherwise expressly
cont-.plated by t.his Agreement or in the sse Disclosure
Letter or as reqUired by applicable Law):

(1) it shall not (A) amana its
certificate of incorporation or by-laws in any manner that
would probibit. or hinder, ~ede or delay in any material
respect the Merger or t.he consummation of the t:ansact1ona
COftt.-plated hereby: (8) declare, set aside or pay any
cU..yidend or other distr1but:Lon payable in caah or property
.(odler than sse COllllOn Stock) in re.pect of any capital
"·.t~k,other than per share regular qu.rterly~cash

diYidenas; or (C) repurchase. red••m or otherwise acqoire,
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or pe~~ any :: ~~S Subsidiaries t~ purchase cr =~herwise

acquire, :xcep~ ~~ open marke~ ~:ansac~ions or ~~ connec~ion

with ~he sac :::CK Plans, any shares of its capi~al seock or
any secu:i~~es :=nver~ible ineo or exchange.ole :~r any
snares of ~~S =~pi~al s~ock;

(ii) neither it nor any of its
Subsidiaries shall knowingly take any action that would
p~event :he Merger :rom qualifying as a tax-free
"~eor;anizati=n" within the meaning of Seceion 368(a) of tbe
Code or that would cause any at its r.~res~ntaeions ana
"arranties herein to become untrue in anylaaterialre.pect.
prgVided. hgweV';, that nothing contained herein shall ltmit
the ability of sse to exercise its rights under the Stock
Option Agreement; and

(iii) neither it nor any of its
Subsidiaries will authorize or eneer into an agreement to do
any of the foregoing.

(c) sac and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other party if signed by the Chief Executive Officar.
Chief Financial Officer, chief legal otfieer or another
executive officer of the other party.

6.2. &squi:itigD ':gpg311=. (a. The Company
a9r.es that neither it nor any of its Subsidiaries nor any
of the officers and directors at it or its Subsidiaries
shall. and tha~ it shall direct and use its best effores to
cause its and i:s Subsidiaries' Representatives no~ to,
directly or indirectly, initiate, solicit, encourage or
otherwise facilitate any inquiries or the making of any
proposal or offer with re.pece to a mer;_r. reorganization.
abare exchanqe, consolidation or similar transaction
tDvolving it. or any purchase of, or tender offer for, 15'
or mare of the equity securities of. it or any of its
Subsidiaries listed on Schedule 1 or 1S' or more of ita &ad
its Subsidiaries' assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer betnq
hereinafter referred to as an "!4;gpi3itigD Prgpg"l"'. !be
Ca.pany fur~h.r aqrees that neither it nor any of its
Subsidiaries nor any of the otficers and directors· of it or
its Subsidiar1es shall, and that it shall direct and u.. its
b••t efforts ~o cause its aepresentatives not to. d1:.etly
or indirectly, have any discussions with or provide any
confideneial infor.ma~ion or data to any Person relatinq to
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an Acquisition Proposal ·:r engage i:l any nego-c.ia'tions
concerning an ACC:[ui3it:"on Proposal, or otherwne :acilita-c.e
any effor-c. or a'ttemp't -;0 mak.e orimpl.eman't an Acquisition
Proposal:prg7i;=d, :-;pwe~t.,.., t.hae ~ot:.hinq cont:.ain.<i in this
Aqr•••en't shall preven't :he Company or its board of
d1receors from (A) complyinq with Rule 14.-2 ~romulqated

UDcier tbe Exchanqe Act ·"'ith regarei to an Acquisition
Proposal: tBl making any ciisclo.ure to the Campany' s
sbareholders if, in the good faith ju~;ment oftneboard of
c:l1:tic.tors of_the COlllpany, failu.re so to·c:!1sclose would be
iDcaaaist.ne·with its obl~qat:.io~s u~~er applicable law,
(el en;aginq in any discussions or negotiation. with or .
providing any info:m&'tion to, any Person in r.sponse toa
bona fide written Acquisition Proposal by any such P.rson
rec.ived atter the date hereof that was not solicited by th.
Company after the date hereof: or (0) recommendinq such an
Acquisition Proposal to the shareholders of the Company if
aDd only to the ext.nt that, in such cas. referred to in
clause (C) or (01, the board of directors of the Company
conclUdes in qooo faith (after consultation with its
f1nancial a~visor) that such Acquisition Proposal is
r...onably capable of being completed, taking into account
all legal, financial, regulatory and other aspects of tbe
propo.al and the Person making the proposal, and would, if
consummated, r••ult in a transaction more favorable to the
Ca.pany·s shareholders from a financial point of vi.w tban
the t:ansaction cont.mplated by this Agreement (any such
~e favorable Acquisition Proposal b.inq referred to in
dUos AcJr....ne as a "sUIJ:;!.g; P;QPQ:SA1",. Th. Company
agree. that it will immediately cease anQ cause to b.
ter.minated any exist1nq activ1ties, discussions or
neqotiat:.ion~ with any parties conauctea herecofore with
r••pect to any Acquisition Proposal. The Company also
atzeea that it will p~omptly request eaen Person that haa
beze~ofore executed a confidant:.iality agr....nt in
CQDDeCtloD with ita conaideration of any Acquisition
~••l to return all confidential infoJ:ll&t1on her.tofore
hlD1abed t·o such Person by or on b.half of :it or any of its
Subsidiaries.

(b) .. The CQllPany agrees that it will take the·
nece••ary s~epsto- prOilpely infol:Zll the incU.viduals or
entitie. ref.rred to in the first sent.nc. her.of of tbe
obU,atioDsundert:.aken -in. this Section 6.2. Ttle company
-.nes 1:at it will notify--s,c. lpromptly if any such.
1IIquJ.rie., proposals or off.rs .ar.· receivecl by, any suCh ..
1Dfo:mat10n is requested from, or anysuchcl1scussions or
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n.qo~ia~ions ~re souqn~ :~ be i~1~ia~ed or con~inued with,
Any ~f t.he ,:;~ar.·l'! Represent.at.i·,es inci1cat,1ng, ':'n
connec~ion ~~'tt suer. ~ot.~:e, ~ne name ~f such ?e:son ana the
mat.erial ~e~s sna =:nai~ions of any pro~osals or offers ana
':her••fter sha.l.~ ~:eep SSC :':1formeci, ~n a cur:ent. bas1s, of
tbe s~atus ana ~aterial :erms of any such pro~osals or
offers ana ':~e status of any such discuss10ns or
neqot.iations.

6.3. tnfgm't'gn Suppl;'d. Th. Company ana sac
each agrees, as to itself ana its Subsidiarie., that none of
ttie info:mation supplied or to be supplied by it or it.
Sub.idiaries ~or i:1clus10n or incorporation by reference in
til the aeqistrat.ion Statement. on For.m S-4 to be filed with
tbe SEC by SSC in connec~ion with tbe is.uance of share. of
sse Cammon Stock ::1 the Merger (including 'the proxy
statement and prospec~~s (the "?tglP,s~al/p~axVStlt-ment")
con.tituting a part ~hereofl (the "$-1 B.qiltr,cign
Sta;..ent") will, at the time the S-4 aeqistration Stat...nt
becoaae. effect.i·/e under the Securities Act, and (iil the
Pro.p.ctus/Proxy Statement. and any amendment or suppl...nt
thereto will, at the date of mailing to shareholders and at
the ttae of the Sharenolders Meeting, in any such case,
contain any unt.rue statement of a material fac~ or omit to
.tate-any material fact required to be stat.a therein or
nec••••ry in order to make ~he statements th.rein, in the
11qht of the circumstances und.r which they were made, not
~le.d1nq. If at any time p:ior to the Effec~ive Time any
information rela~ing to sse or the Company, or any of their
re.pective affiliates, ~fficers or directcrs, should be
discovered by SSC or the Company which snould be set forth
in an amenamen~ or supplemen~ to any of the S-4 aeq1stration
Stat...nt or ehe Proapec~ua/P:oxy Stae...n~, so th.e any of
.uch documan~s would not include any mtaataeemene of a
..terial fac~ or omit to seate any material fact nece.sary
to mate'the seatemen~s therein, in tb. liqbt of the
c1Zcumatances under whicb they were made, not mialeadin"
the party which discovers such infor.mation shall promptly
notify the other pa:~ie. hereto ana an appropriate ...n~t
or sapple..n~ describing such infor.mation sball be pra.ptly
filed with the SEC and, to the extent r.quired by law,
di••eminated to the shareholders of the Company.

6.4. Shar,hglder, Meeting. The Ca.pany will
tate, in accordance with applicable law and its certificate
of incorporation ana by-laws, all action nece••ary to
convene a ..eting of holder. of Comp.ny Shar.. (the
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"Sh,,.·p,,o i a,"· "',.~;,"';,'" :5 ;:=m~t:~t' as praco::.=~cle after the
5-4 Req~st::at:~:~ Stat:emeno: ~s deci~reQ effecO::'7e ~= consider
and ·,o\:e upon. :::e appro",al :f ':~is Agreement. and t~e Merqer.
Unless t~e c=ar: ~: jireco:::s of ':he C~mpany de\:er.mines in
good fait:h5.f,:!r -==nsul:at.:"on with out.side legal =ounsel
chat: to do so would result :..n a failure ~o comply with its
fiduciary du\::"es ~nder applicable law, the Company's board
of direceors shall recommend approval of this Agree.en\: and
the Merger and shall take all lawful ac\:ion to solicit such
approval.

. ".f .•0": : Vile,

6.5. EilipQ3; Oth,,. ;st;an3; N9t i • i s1 b1an .'·
(a) sac and the Company shall prompt.ly prepare and fr~e

with the SEC :he Prospect.us/Proxy Stacement., and SSC shall
prepare and ~~le with the SEC the 5-4 Reqistra~ion Stzaemen~

as prompt.ly as pract.:"cable. SSC and the Company each shall
use all reasonacle effor~s co have ehe 5-4 Reqist.rat.ion'
Statement. declared effeceive under the Securities Act as
promptly as practicable after such filing, and prompt.ly
thereafter mail ehe Prospect.us/Proxy Staeemene to the
sbareholders of the Company. sac shall also use all
reasonable ef~orts to obtain prior to the effective date of
the S-4 aeqist:ation Sta~ement all necessary state
securities law or "blue sky" permits and approvals required
in conneceion with the Merger and to consummate the o~her

transactions contemplated by this Agreement and will pay all
expenses incident theraeo.

(b) The Company and SSC each stra1.l' 'trS.-al:~~·

reasonable efforts to cause to be delivered to the otner
parey and its directors (i) letters of its independent.
audJ.tors, dated (A) the date on which the S-4 Reqist.ration
Stat...nt shall become effeceive and (S) the Closing Date,
and addressed to the other party and its directors, in fe~

and substance customary for "comfor~" letters delivered by
independent public accountants in connection with reqistra­
tien state.nts similar to the S-4,aeqistration StateDllllt,
and. (ii) a letter from its independent auditors addressed to
SIC and the Company, dated as of the Closing Date, statin;
their opinion that the Merqer will qualify for poolinq-of-
interests accounting treatment. -

(c) The Company and SSC shall cooperate with
the. other and use (and shall cause their respective SubsidJ.­
a~ies to use. their- respective best efforts to take o~ cagae
te be taken all actions, .and do o.r cause to be done all
thin;s,' necessary, proper or advisable on its part under
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this A9re.men~ and ~~e ~~OCK Op~~~n ~9r••m.n~ lnd applicable
~aws to cons~a~e ana make effec~~~e t~e Merqer and the
o~her t=ansac:~:ns c~n~empla~ed by ~~is Aqre.men~ and the
Stock Opt1~n ~greemen: as soon as prac~icable, including
preparing ana :~~in; as ~:omp~~J as prac~icable all
aocuman~a~~on :~ effec~ all necessary applica~ions, notices,
petitions, :~l~ngs ana o~her documen~s and to obtain as
promptly as p:ac~i=able all consen~s. regis~ra~ions.

approvals, ~errn~~s ana au~hori%a~ions necessary or advisable
to be obtained ~:om any third par~y and/or any Governmantal
Entity in oraer to consumma~e the Merger or any of the otfter
transactions con~emplaeed·by·enisAqreemant or the Stock
optioli''"Aqreement: grgyiQld,' however, that nothing in this
Section 6.5 shall require, or be cons~rued to require, SIC
or·~. Company to proffer,'or 'agree to, any concession to
any Gov.rnmen~3.1 Entity if (i) such concession is reasonably
likely to have a Material Adverse Effec~ on the Company
follow:i.nq the E:!fec~ive Time, (1i) such concession is
reasonably likely to have a Material Adverse Effec~ on sse
following the E:ffec~ive Time Crt b.inq understooa tha~, for
this purpose. ~ateriality shall be determined with reference
to the total en~erprise value of the Company and its
Subs.idiarie., taken as a whole, rather than that of sac aDd
its Subsidiaries, taken as a whole, and takinq into accoUDt
any maeerial :e.trictions on the ability of sse or any of
ita S1;nificane Subsidiaries to conduct its operations as
cuzrently conauceed or as proposed to be conducted by it).
SuI1ject to applicable laws relatinq to the exchange of
iDfo:ma~ion, sse and the Company shall have the riqht ·to
review in advance, ana to the ex~en~ practicable each will
consult the ~~her ~n, all the infor.ma~ion relating eo sac or
the Company, as the case may be, ana any of their respective
Subsidiaries, tha~ appears in any filin; made with, or
w~1tten materials s~tted to, any third party and/or any
Goftarauantal Entity in connection with the Merqer and the
other transaceions contemplated by th1s Aqre...nt or tbe
Stock Option Aqr....nt. In e.erciain; the fore90inq riqbt,
_ch of the Company and sse shall act reasonably and as
pzomptly as prac~icable.

(dl Subject. to applicable lawa relatinq to the
..chanqe of informa~ion, the Company and SIC .ach shall,
upon 'request ~y the other, furnish the other with all
lDCo~tion concerninq itself, its Subsidiaries, directors,
officers and s~ockholders and such other matters as may be
ze••onably nece.sary or advisable in connection with the
'~spectus/ProxyStatemen~, tbe S-4 Registration Stat...nt
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or any o~ber 1~at9m9n:, :~:~~Q, ~o~i=e cr appl~=a~~:n ~de

by or on bebal:-:: ::C, ::1e ':=mpany or any cf ':h.ei:
r••p.c~~7e S~bs~~iar~ss :~ any ~~ird ?ar~'l and/or any
Governmencal ~n:~::' :~ c:nnec~~on wich the Merqer and tbe
c:ansac~ions :=~:em~~~:sd cy ~his ~qreemen~ :r ~he 2~ock

Option Agreemen~.

(.) 'I'he ':~mpany and sse each shall keep the
other apprised cf ~he s~atus of mac~ers relating co comple­
t10nof the ~ransact~ons contemplated hereby, including
promptly furnisbing tbe otber with copies of notices or
other camaunicacions received by sse or the Company, as the
case may be, ~r any ~f ~:s Subsidiaries, from any third
party and/or any Governm.n~al Entity witb respect to the
Merger and the other :ransaccions contemplated by this
Aqree••nc or :he 2toc~ Sp~~on Aqreemen~. Each of ':he
Company and sac 5nal: 1~ve pramp~ nocice ~o ~be ocber of any
change that is reasonably likely to result in a Material
Adverse £ffec: on it or of any failure of any of the
conditions to the ~cher party'. obligations to effee: the
Merger set forth ~n Art~cle VII.

6.6. As,o.,; ~Qn3ultAtiQn. (a) Upon reasonable
notice, and excep~ as may otherwise be required by appli­
cable 1.", the Company and sse eacb shall (and shall cause
lts Subsidiaries to) afford the other's and the other's
SubsicU.aries' employees, aqents and representatives
(inclucU.ng any invescment canker, attorney or accountant
retained by the other or any of the other's
Subsidiariesi (such officers, directors, employees, aqents
and r.,resen~a~i~es be~nq referred to in this Aqreemen~,

with re.pect to the Company or SSC, as the context :equire.,
.s such party's "B'pt-I,ntl];iv.:s") reasonable access, duri.nq
ftO:mal business hours throuqhout the period prior to the
Effective Time, to its properties, cooks, contracts and
~co~ aDd, during such period, each shall (and shall cause
lta SubsicU.aries to) furnish promptly to th.other all
lnfor.mation concerning its business, properties and
personnel as may reasonably be requested, proVided that no
inve.t1qat1on pursuant to this Section shall affect or be
deemed to modify any representatlon or warranty made by th.
COIIpany, sac or Merger Sub hereunder, and proyided, rUEtbeE,
that the foregoinq sball not require the Company or SSC to
pam1t any inspection, or to dlsclose any lnfoz:mation, that
in th. rea.onable jUdqmen~ of the Company or SIC, as tb.
ea....y be, would Violate applicable 1.,,· or any ,of its
obliqations with respect to confidentiality or would r.sult
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in ~~e di!c~:3ur~ ~: any ::aae 5eCr~~! of thir: car~ies if
~h. C~mpany :: SSC, :s ~~e case ~y be, shall have used all
reasonable ~f~::~~ :~ ob~ain the c=nsen~ of such chira par~y

to such :"nspec::.:n :r :iisclosure. All reques~:s:or

info:ma~i=n ~aae ~ur%uant :~ this Sec~ion shall =e direceed
to an execu::.~e ~ff~=er of the Comaanv or SSC. as t~e case
may be. or such ?erson as may be desiqnaeed by any such
execue1v. offi:er, as the cas. may be. All information
provided pursuant :0 this Sec~ion 6.6 shall be governed by
the ter,ms of the Confiden~ialityAqreemene.

(bl SUbjec~ to the Confidentiality Aqreement
and to Sec~:.on 6.l6. :rom the date hereof to the Effec~1ve

T1m8. sac ana the Company agree to consult with each other
on a reqular bas~s on a schedule to be agreed wieh regard to
their respect:'7e operations.

(cl From the date hereof to the Effec~ive T1m8,
the Campany agrees to no~ify sac in advance of any issuance
by the Company or any of its Subsidiaries of any long-ter.m
cabe or preferred stock.

6.7. Af~~'iltl=. Cal Each of the Company ana
sac shall deliver to the o~her a le~ter identifying all
'.rsons whom such party believes to be, at the date of the
Shareholders Meecing, "affiliates" of such party for
purposes of applicable interpretations reqarding use of the
pooling-of-interests accoun~1ng method and, in the case of
"affiliates" of the Company, for purposes of Rule 145 uncler
the 1933 Act. ~ach of the Company and sse shall use all
reasonable eff~rts to cause each Person who is iden~ified as
an "a:filiate" in ehe leeter referred to above eo deli.ver to
SSC prior eo the date of the Shareholders M.eting a written
afre_nt, in the form attached hereto as Exbihit h, in the
ea•• of affiliaees of the Company (the "Comg.ny AffilioC"=
Lett.r "" and Exbibit P, in the case of affiliates of SIC
(th. "SIC Att~li.t.,§ LaCt.;"). Prior to the Effective
'riM, each of the. Company ana SSC shall use all reasonable
efforts to cause each additional Person who is identified as
an "affiliate" to execute the applicable written aqre_nt
.s set forth in this Section 6.7.

Cbl If the Merqer would otherwise qualify for
poolin;-of-ineerests accounting treatment, shares of SIC
Ca-Pon Stock issued to such affiliates of the Company 1ft
excban;e for Company Shares shall not be transferable UDt11
such ttm. as financial results covering at least 30 days of
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comDi~eQ :;era~~~ns :: sac snd :~e c;mpany shall ~ave been
publisheQ ~l~~~~ :~e ~ean~na of Sec~~~n :01.01 :f ~he SEC's
Cocifica~~:~ :: :lnanc~al Repor~~~g poli:ie., :eqardles. of
wheeher ~act suc~ affi:ia~e has ;:ovided t~e wrie~en

agre.men: =~fer:eQ :: ~~ chis Sec~~on, 9xcep~ :~ ~he ext.n~

permie~ea =1, ana ~~ accordance wie~, SEC ~ccouneing Sex1es
Release :35 .nd stc Staff Accoun~~ng Bulle~ins 05 anc 76.
Any Company ShAres hela by any such affilia~. shall not be
transferaole,regardless of wheeher such affiliate has
provicled the applicable written agreement: r.ferrec:i to in
this S.c~~Qn, if such transfer, eitneralone or in the
.'9rega~e with oeher :ransfers by aff11iates, woulcl preclude
SIC's abili:y to aCCQune for the business combinaeion to be
effec~ed by the Merger as a pooling of interests. The
Company shall not: regiseer the transfer of any Cert:if1cate,
unless suct ::anster :5 made ~n compliance wieh the
foregoing.

6.8. Stoc" ~xchDng' tilting ,nd P'-~;It;i,nq. sac
shall use its bes~ etfort:s to cause the shares of sac Ca.mcn
Stock to be issued ~n the Merger to be approved for listing
on the NYSE, subject: to official notice of issuance, p~1or

to the Closing Date. The Surviving Corporation shall uae
its best: effores to cause the Company Shares to be ae-ll.ted
ftom the NYS£ ana the Pacific Exchange and de-registered
UDder the Exchange Act as soon as practicable followinq the
Effective Time.

6.9. Publicity. The initial press rel•••• with
re.pect ~o the Merger shall be a joint press release, and
thereafter the Company and SSC each shall consult with each
other prior to issuing any press releases or otherwise
.attng public announcements with respect to the Merqex and
the other t:ansactions contemplatec by this Agreement aDd
the Stock Option Agreement and prior to making any f1l1nV.
with any third party anc/or any Governmental Entity
(inclucing any national.ecurit1•• exchange) with reapect
thereto, except;· as. may be requirec by law or by obllqac10ns
pursuant to any listing agreement with or rules of any
national securiti•• exchange.

6.10. B.n,4=; t!l.

c (i) At· the Effectiv. Time, ••ch
outstanding opeion to purchase Company Shares (a ·CC'P'PY
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QPt~~"": un~er :~e 2~oc~ ?lans, whe~~er ~el~ed:;~nvel~ed,

shall be deemea :~ c:nst~:~~e an op~~:n t~ acqui:e, :n the
s..e ter.m: a~Q =:n~it~=ns as were applicacle under such
Company Op~~:n, ~f~er gi~inq etfec~ :0 any provision
requiring ::'e ·:9St.~::.g of any C:;)mpany 0pti~n as a result of
~he t.ransac:~:~s c=n~emplat.ed by t.his Agreemen~, ~he same
number of shares cf ~BC :ommcn Stock .s the holder :f such
Company Op~i=n ~ould have been enti~led to receive pursuant
to ~he Merger ::ad~uc;:.h holder exercised such '-Company Opt1on
ion full iJJDediat.elypr1or to the Effective T1me (rounded
clown to the.nearest~nole number) {a -,pb't;tutl O;t;ao ""
at an exercise price per share (rounded up to the near.st
whole cent) equal to (y) the ag9reqa~e exercise price for
tbe Caapany Shares otherwise purchasable pursuan~ to such
Company Op~i=n di~ided by (z) the number of full shares of
SIC Cammon Stock jeemea purcnasable pursuant := sucn Company
Opt1on in acco::ance ""1.th t.he foreqo1ng. At or prior to the
Effective Time, :he Company shall make all necessary
azranqe..nt.s with respect to the Stock Plans, including any
neces.ary amenaments t.hereto, to per.mit the assumption of
the unexercised Company Options by SIC pursuant to this
Section and no later than five business days after the
Effective Time SSC shall register under the Securities Act
of 1933 on Form S-8 or other appropriate for.m (and use its
best efforts to maintain the effectiveness thereof) shar••
of SIC Commcn Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Tlma, the Company shall deliver to the participants in the
Stock Plans appropriate notices settinq forth such
participan~s' :iqhts pursuant to such assumed Company
Options.

(ii) Effective at the Effective Time,
SIC shall assume .ach Company Option in accordance with the
terms of the Stock Plan under which it was issued and the
stock option aqreement by which it is evidenced.

(b) _loy. '.0.t"t3. SIC agrees that it
aball cause the Survivinq Corporation for at le••t ~wo years
after th. Effective Time to provide or cause to be prOVided
to .-ployaes of the Company and its Subsidiaries
compen.ation and benefit plans that are no less favorable,
in the aqgreqate, than the Campany's Compensation and
BeDefit Plans; prQvid • d , bQJM"'u;, if during this perioe! sac
illpl~ts any wicle.pr'.ad increase or decrea.e in benefiU
UDcler campensation and benefit plans or in the cost theEeOf
to participan~s under compensation and benefit plans

-]1-



appl;':acle -::; -:m-pl.: ':'C!~!: ::: sse ;.nd :..:3 Subs1.diar:.es o1:her
-han --e :: - ~~ ..- - .; n ~nQ· :-3 -:u ·.;Q·~ar~Asl -he_ _ •• _ .._._._ •• ~ .. _ .. ~"" .. Q __ ~ w~........ _ , ...

Sur~:,vinq :::;=:3:::~ s~a11 propor~~=na~ely adjus~ ~~e

oenefi:s ~~ce: :~~ :;m'Pany's compensa~:.~n and benefi: plans
or --e ~"'s'" --a~~~- -. -a,,-';---an.. e ~nd -"~vid." ~U~·"a~-... _w '- --.----- .... ~ _1. :-- -_'.. _ IItt= •• ' b_ ,

with respec~ :: emp~:!e~s who are s~j~c~ :0 collec~~ve

carc;aining, =..1.1 ::enef:' ':~. 'shall be provided in ·accQrdance
wi1:h the appli:3cle ~=.1.1ec1:ive bargaining aqreeme~. sse
shall, and ~na.1.: :ause ':~e Surviving Corpora~ion ~O, honor,
pursu~n1: ~o':~.e~r ':erms, all employee cenefit obliga1:ions to
curren1: and :~rme: employees under ~he Compensa1:ion and
8enefit Plans.

6. :l. ;xp.....I.'.c .e:xcep~ as otherwise provided in
Sec~ion 6.~8 ~r ~.:(bl, Nhe1:ne: -or n01: the Merger is
consumma~ea. .:1.':' :=s~~ :na expenses :'::.c:ur:ed i.n connec~:'on

with this Agreemen~ ~na :ne Merger and the o~her

transac~ions con1:empia~ed by this Agree.en1: shall be paid by
the party incu:::.ng such COS1: or expense'; excep1: ~ha1:

expenses incurred ~~ c=nnection with the filing fee for 1:he
5-4 R.qistrac~=n 5ta1:emenc and printing and mailing the
Prospec~us/Proxy :ta1:emene and the 5-4 Reqistra1:ion
Sta1:ement and ~ne :iling fee under the HSR Ac~ shall be
shared equallj by sac and the Company.

6.12. ros;temnifli,..'tign; Qirector, , and Qf-F"c;er,'
IQlprlpc;e. (a) :rom and after the e:lfec1:ive Time, sse
aqrees thae it will indemnify and hold har.mless each presen1:
and former direc1:or and officer of the Company (when acting
in such capaci~i) de1:er::~ned as of the Effect.-ive Time (the
ffIndemnif'; ag :::l:q.... ac"~, agains~ any coses or expenses
(including =easonacle a~torneysl fees), jUdqmen~s, fines,
losses, claims, damages or liabilities (collect.ively,
·CQ'tl") incurred in CQnnec~iQn with any cla~, &c~iQn,

suit, proceeding or investigation, whe~her civil, crt=inal,
administrative or investigative, arising out of or pertain­
ing to matters existing or occurring at or prior to the
Elf.ctive Time, whe1:her asserted or claimed prior to, at or
after the £ffec1:ive Time, to the fulles1: extent that the
Company would have been per.mitted under Connecticut law and
its c.rtifica1:e of incorporation or by-laws in effect. on the
date hereof .to indemnify such Person (and SBC shall also
actvance expenses as incurred to the fullest extent peJ:mittect
under applicable law, grgxid.d the Person to whom expenses
are advanced prOVides an undertaking to repay such advances
if it is ultimately dete~ned that such Person is not
entitled to indemnifica1:ion).
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